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KEY ECONOMIC INDICATORS 


All .values in million US$ Exchange rate (financial market) as of 
unless otherwise noted, June 1973: US$ 1.00:9.98 Arg, pesos 


ee eee Te i ee 
‘TSM £971 1972 Jan573 Jan/Sun73/72 
INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Market Prices 1/ 134 /1 231 /1 NA NA 
(billions of pesos) 
GDP at Constant 1960 Market prices1/ 19,120 19, 803 20, 305 5. 
Per capita GDP Constant Prices 2/ 810 827 835 3. 
Plant and Equip. Investment 3/ 4, 249 4, 566 4,435 - il 
Indices: (1960:100) 
Industrial Production 184 197 202 7.6 
Avg. Labor Productivity NA NA NA NA 
Avg. Industrial Wage 1,125 1,631 2,398 
Personal Income 4/ 8,840(69) NA NA NA 
Employment (thousands) 5/ 6,446(69) NA NA 
Avg. Unemployment Rate (April) 6/ 5.7 % 7.4% 6.1 % 


MONEY AND PRICES 


MoneySupply (millions of pesos) 23, 960 33, 493 47,239 
Public Debt Outstanding Domestic 10, 357 14, 315 19,153 
(millions of pesos 
Public External Debt 2,527 3,046 3, 408 
Interest Rates (Commercial Banks) 22 % 18 % 18-20 % 
Indices: (1960:100) 
Retail Sales Prices 925 1, 466 2,245 
Wholesale Prices 792 1,399 2,023 
BALANCE OF PAYMENTS AND TRADE 
Gold and Foreign Exchange Reserves 374 541 950 
Balance of Payments (Deficit or Surplus) - 560 - 285 249 
Balance of Trade - 128 36 558 
Exports (FOB) 1,740 1,941 1, 453 
US Share 22.2 % 20.2 % NA NA 
Imports (CIF) 1, 869 1,905 895 - 2.5 
US Share 9.1% 9.5 % NA NA 
Main Imports from US: %Change 73/72 
Boilers, Machinery &Parts 114,7 106.5 NA - ve 
Automotive Equip. & Parts 30, 6 23.7 NA - 22.5 
Iron &Steel Products 27.4 33, 4 NA 21.9 
Organic Chemicals 37.5 35,8 NA 4, 
Industrial Chemical Products Stat 17,0 NA 4, 
Mineral Fuels & Mineral Oils 28.8 i4.3 NA 50. 
Electrical Machinery & Equip. 23.1 24,7 NA 6. 
Optical, Photographic, Precision, 17.8 12,0 NA 32. 
Medical, Instruments & Apparatus 
Railway locomotives, traffic 1.5 28,4 NA 
Signalling equip., etc, 


(69) Latest data available for 1969. 





KEY ECONOMIC INDICATORS: Argentina (Footnotes) 


1/ GDP at current market prices estimated. 


GDP at constant 1960 prices converted at the exchange rate of 
82.7 pesos to the dollar, 


Population revised to 1970 census of 23,25 million, 1971: 23.60 
million, 1972: 23,95 million, 1973: 24,31 million, extrapolated 
at 1.5% rate, 


Includes investment in machinery, repairs, transportation 
equipment, etc, 


National Accounts do not provide personal income data, Figure 
given is wages, 


1969 figure on employment was obtained by the aggregation of 
employment in each sector of the economy, Data on employment 
by sector reflects the number of persons who have received 
wages in that sector, Due to the possibility that a person might 
be employed in two sectors at the same time, the figure on 

total employment obtained by adding sectors of employment could 
be inflated because of some duplication on employment. 


Unemployment figure corresponds to Federal Capital and Greater 
Buenos Aires, 





Summary 


With President Perdén's inauguration October 12, Argentina begins a new phase 
in its economic and social development. Judging by both the pronouncements 
and actions of the new Administration, its priorities are likely to include: 
1) economic independence, 2) income redistribution in favor of wage earners, 
3) increasing state participation in economic activity, 4) closer state 
supervision and control of the private sector, and 5) maintenance of a strong 
prices and incomes policy. Within the general framework described above, 
there appears to be recognition of a need for a vigorous private sector in- 
cluding foreign investment, "under appropriate conditions". A related 
question is provision of adequate incentives for new private investment in 
the face of short-term problems involving security, political stability, and 
economic policy. 


As 19735 draws to a close the economy is being helped by an excellent level 

of exports, both of agricultural and of manufactured products. The GDP grew 

at quite a good rate. However, there are a number of weak spots. Inflation 

is being restrained, but at a cost in economic distortions. The government 
budget deficit is 484 of total expenditures, and the money supply has been 
growing at a pace that seems certain to have adverse consequences. New private 
investment is at a low level. Most businessmen are postponing decisions, 
waiting for general prospects for 1974-75 to improve. The government has 
ambitious investment plans, but it is not clear where the necessary resources 
will come fron. 


Despite the uncertainties described above, 1974 imports should be between $2 billion 
and $2.5 billion dollars, much of it in the government sector. Stocks of raw 
materials and intermediate goods are low and must be replenished if the economy 

is to function normally. Many decisions to purchase capital goods hawe been 
postponed, but are still pending. And the government is initiating a develop- 

ment program which will require large amounts of imported equipment. All 

these factors should tend to keep imports at a relatively high level for the 

next several years. U.S. companies which exercise the greatest care in choosing 


good representatives here will have the best opportunities to obtain that 
business. 





Current Economic Situation and Trends 


Economic growth, prices and wages 


According to official statistics, GDP grew at 5.2% in real terms during the 
first half of the year. Economic activity fell during the third quarter, 

but some fourth quarter recovery should bring the full year growth figure 

to approximately 5%. This figure compares with a 3.6% growth rate for 1972 
based on revised figures (initially estimated at 4.1%). The 1973 performance 
was led by very favorable developments in agriculture including large 1973 
harvests of wheat, corn and sorghum, which, in turn, produced excellent 
export figures. 


While overall growth has been relatively good during 1973, there are a 

number of weak spots in the economy. For example, data for the first six 
months of the year indicate that construction was off 18% and has not yet 
recovered. Private construction has been hurt by rising costs and investors' 
general unwillingness to risk lengthy and costly undertakings; the public 
sector has not taken up the slack. Mining activity, including the production 
of crude petroleum and natural gas, was off about 5%. Manufacturing increased 
about 7%, primarily due to rapid expansion of textile output, and growth in 
the metals, machinery and equipment categories. However, reports of difficulties 
in obtaining essential raw materials and equipment, especially imports, are 
multiplying. Stocks of imported necessities, built up during 1971 and 1972 

as a hedge against inflation and possible devaluation, have been gradually 
reduced during the year and are now at low levels for most industries. 


One of the new Administration's first acts on taking office last May was to 
institute a tough price control program designed to keep prices of consumer 
goods down, especially those which make up the consumer price index ("cost of 
living index"). Prices for many such articles were rolled back. For example, 
by decree, beef prices were frozen at levels 20% under levels current in May 
and retail prices of all clothing were ordered reduced by 15%. This program 
has been effective in keeping the consumer price index down; in fact, there 
has been no increase at all in the official index since May. The increase 

has been 45% over the last year (November to November). 


The price control program has bought the Government some time in which to 
deal with the basic economic problems. It has so far succeeded in convincing 
the public that the Government is making a real effort to stop the serious 
inflation of the past three years. Also, the principal labor unions have 
been willing to abstain from pressing for substantial wage increase. However, 
certain important factors behind the inflation have yet to be brought under 
control. These include a very heavy budget deficit financed largely by the 
creation of new money, insufficient investment in the private sector, and 

a general lack of incentives to increase efficient production. 





The time the Government bought with its Phase I program is, of course, limited. 
The price control system has caused distortions in relative prices throughout 
the economy. Many uncontrolled prices have risen. Many companies are faced 
with frozen prices for their products and rising prices for inputs of raw 
materials and intermediate goods. A large number of firms have been losing 
money since early June. Corporate profits for the year will generally be 

down, further reducing resources available for new investment, and even to 
cover depreciation. 


Phase II of the price control program envisages selected price increases for 
specific firms and industries according to need. Over twenty sectoral com- 
missions have been established, composed of Government members and representa- 
tives from major economic interest groups, both labor and industry, to study 
requests for price increases and to make appropriate recommendations to the 
Government. A few increases have already been granted, and others are expected. 
However, their work is not going rapidly. The outlook is for continuation of 
the control program, with selected price increases granted by the Government. 


Business is hoping that the labor situation over the next year will be more 
stable than during the past three or four years. It is considered unlikely 
that there will be nation-wide general strikes to protest Government policies. 
However, work stoppages have become a "normal" means of political expression. 
It can be anticipated that Government intervention in labor-management dis- 
putes will be generally favorable to labor interests. 


According to the latest available data, unemployment in Buenos Aires was 
approximately 5.5% as of the end of August compared with 5.8% at the end of 
October, 1972. The GOA can be expected to be sensitive. to the unemployment 
level, and seek to implement programs that will be labor intensive. A specific 
example is the emphasis on the development of low-cost housing; major new 
credit lines for this program recently were authorized. 


Monetary and fiscal policy 


There has been a major credit expansion from the banking: system during the year 
including Central Bank financing of the large fiscal deficit and commercial bank 
expansion of its loan portfolio to the private sector. The total increase in 
means of payments has been about 92% on an annual basis through end August, 

the latest official data available. Unofficial estimates for the last few 
months of the year indicate that the rate of expansion has been maintained. 


Thus far, the large amount of liquidity in the economy does not appear to 
have placed undue pressure on prices, imports, or the exchange rate. In 

part, the explanation appears to be a greater public demand for liquid 

peso assets as a result of the reduced apparent rate of inflation, reduced 
fear of devaluation, reluctance to invest in non-liquid assets, and, probably 
most important, real interest rates which went sharply positive in about March, 
1975, having been negative for about three years. 





Under the new program for deposit nationalization made effective in September, 
the Central Bank controls the amount and direction of almost all bank credit 

in the economy. It is likely that increasing amounts of credit will be chan- 
nelled from the private to the public sector. Also, the amount of credit 

going to foreign companies will be closely watched and controlled. More credit 
will be diverted from large corporations to small and medium enterprises. 


Fiscal operations, including the growing Treasury cash deficit, have been a 
major source of concern to the Government and to the business public. The 
Treasury cash deficit through September totalled 13 billion pesos or about 

48% of total expenditures of 26 billion pesos. The major increases in ex- 
penditures during the year have been for labor costs, the operational deficits 
of the provinces, and the current and capital deficits of the state enterprises, 
particularly the railways. 


The foreign sector - Balance of payments 


Balance of payments developments have been very favorable to Argentina during 
1973. The Central Bank estimates that exports may reach three billion dollars 
although reliable private sources believe the figure will be closer to $2.8 
billion. Either figure would be the highest ever, in large part due to abundant 
harvests and high world prices for important Argentine exports in 1975. Grain 
exports alone may reach about 10 million tons for exchange receipts of 1 billion 
dollars. Imports are now estimated at 2.1 billion dollars by the Central Bank, 
leaving a trade surplus of nearly 900 million dollarse Gross foreign exchange 
reserves are projected to increase by 650 million dollars during the year from 
530 million at end 1972 to the very comfortable level of 1,180 million at end 
1973 


Some commentators point out that the improvement in the gross foreign exchange 
position is partially illusory, since 1973 imports are only slightly above 
1972 levels in nominal terms and considerably below in real terms, and the 
gross reserve position includes considerable amounts of compensatory capital 
inflows which give rise to future foreign exchange obligationse Moreover, 

no new external bonds issues have been approved since March, 1973, and there 


is a backlog pending of remittances for profits, dividends, royalties and 
technical servicese 


The Argentine Government intends to undertake a major development effort 
beginning in 1974. (NOTE: In late December, the President announced a 
new plan (1974-1977) emphasizing particularly the development of low-cost 
housing, steel, petrochemicals and energye For 1974, an increase in GDP 
of 7% is projectede Such a growth figure may be possible providing 1) the 
private sector is adequately stimlated, 2) agricultural output meets 
official expectations, and 3) world prices for Argentine agricultural pro- 
ducts remain high) 





One key factor which will affect private sector expansion over the next year 

is business reaction to the new foreign investment law passed November 7. 

While the new law is considerably more liberal than an initial version proposed 
in June, 1973, and is accepted by many as an indication of a currently favorable 
GOA attitude toward foreign investment, it nevertheless remains restrictive. 

For example, foreign investors must negotiate a contract with the Government 
covering virtually all aspects of their operations; maximum limits for capital 
repatriation and profit remittances are established, and the use of long or 
medium term local credit by foreign investors is prohibited. 


Prospects for the external accounts for 1974 now appear quite favorable. Un- 
official projections put exports at 3.2 billion dollars, imports at 2.6 billion, 
leaving a trade surplus of 600 million. Exports from this year's bread wheat 
harvest will be reduced, but expanded coarse grain and oil seed harvests may 
provide sufficient exportable supplies to more than offset this reduction. 

Meat exports also could be significantly expanded in 1974. 


The Argentine Government also is engaged in a serious effort to expand manufac- 
tured exports through incentives and highly effective persuasion. The export 
drive is especially strong in the automotive industry. A special effort is 
being made to increase both manufactured and agricultural exports to the 
"socialist" countries based generally on bilateral agreements. The Government 
granted a 200 million dollar export credit to Cuba in August 1975 and signed 

a new commercial agreement with Czechoslovakia in October. A draft trade agree- 
ment has been negotiated with the People's Republic of China which may include 
an annual agreement for shipment of large amounts of grain to the PRC. Other 
agreements are expected soon with Rumania and Poland. 


There continues to be speculation over future exchange rate policy. The 

GOA now operates what is in effect a multiple exchange rate system. The 
various rates as of end November, 1973 were as follows: nominal commercial 
rate 5 pesos per dollar; traditional exports and essential imports 8.68; 
financial rate 9.93/9.98 (promoted exports and non-essential imports use the 
financial rate); parallel market rate around 11.00. Including taxes, sub- 
Ssidies, special financing arrangements, etc., the spread in the effective 
exchange rate is far wider. There is an increasing demand by exporting firms 
for increased or flexible incentives said to be needed if long term export 
contracts are to be remunerative. Based on the balance of payments forecasts 
for 1974 and the current favorable Central Bank gross foreign exchange position, 
the GOA appears to have some flexibility with regard to management of the rate. 


Implication for the United States 


The political events of the past few months, culminating in the presidential 
elections of September, have so far done little to dispel the atmosphere of 
uncertainty in the business community in Argentina. A number of pieces of 





draft legislation mentioned in our "Economic Trends" report of last July, 

have now been passed into law by the Congress. Although some have been toned 
down from their early drafts, most of them have a distinct nationalist aspect. 
Moreover, several recent Supreme Court decisions on business cases have tended 
to modify the legal basis of corporate operations. 

This has increased the uncertainty for large, especially foreign-owned, enter- 
prises and indeed has caused some apprehension in Argentine business circles. 

In addition, President Perén recently had his 78th birthday, and the possibility 
of conflicts over the succession if he were to leave the presidency is noted 

by business leaders as a cause for continued preoccupation. Another factor 
casting a pall over the situation is the continued attacks against both Argentine 
and foreign (including U.S.) businessmen by urban guerrillas. All such attacks 
and kidnappings have been directed against businessmen resident in Argentina. 

As far as the Embassy is aware, no U.S. or other foreign business visitors have 
been attacked. 


A further source of business uncertainty derives from Government policy on 
prices, incomes and money. As mentioned above, the cost of living index has 
been held virtually stable since early June by a "Phase I" program of extremely 
rigid controls on the prices of consumer goods, and on many intermediate products 
which affect consumer prices. The transition into Phase II is moving very slowly. 
Many businessmen are apprehensive about the outcome of the shift from Phase I 

to Phase II of the price and wage control program. The big unanswered question 
is whether the Government's Phase II program will slowly relax the controls and 
permit the alleviation or disappearance of the accompanying economic distortions, 
or whether the Government will feel compelled to maintain the system of price 
controls, granting price increases only in scattered cases of extreme urgency 
but being forced to yield to social and political pressures for wage increases. 


Some foreign-owned companies feel that unless price relief is granted in the very 
future, they will be forced to consider very carefully whether or not they can 
continue to do business in Argentina, since they would find it impossible to 
continue to maintain present levels of losses. 


Nevertheless, many companies adopt the view that since they are in 
Argentina for the long term, they will hang on as best they can for as long as 
they can in the hopes that better times will return. 


The general uncertainty is causing prospective private investors (both Argentine 
and foreign) to maintain their "wait and see" attitude. There has been con- 
siderable discussion of the possibility of new European or Arab money coming 
into Argentina, but so far there has been no evidence of an inflow of foreign 
private capital nor a return of Argentine private capital positioned abroad. 


Amid all the uncertainties, one thing seems to be clear. The Argentine Govern- 
ment intends to give more favorable treatment to Argentine-owned companies than 
to foreign-owned firms in a number of fields, including credit policy, import 





and export rules and taxes (especially those connected with industrial develop- 
ment incentives). The idea now current is to use governmental power to put 
domestic companies on a more equal footing with foreign corporations, which are 
presumed to have a great many built-in advantages. One result of the Govern- 
ment's policy will be to cause many foreign firms already operating in Argentina 
to consider selling a majority interest to Argentine nationals; a goal which 
several official spokesmen have openly espoused. 


For 1973, Argentina will have a sizeable overall trade surplus. Argentina 
will offer an expanded market for imported goods next year if exports reach 
Volumes near their expected levelse Much of the expenditure on imported 
equipment and services next year will probably be by Government agencies 
and corporationse The Government already accounts for over 40% of GDP, and 
this percentage will probably increase over the next several yearse 


As mentioned above, the Government's main priorities for the near and mid- 
term are housing, steel, electrical energy, and petrochemicalse Paper, 
especially newsprint, will probably also be emphasizede There are a great 
many other projects the Government wishes to undertake, both infrastructure 
and industrye The Government anticipates spending approximately $1-8 billion 
dollars for electrical energy in the next three yearse The steel expansion 
program in the public sector alone will probably absorb about $300 million 
dollars of imported goods and services in the next two yearse 


The Department of Commerce Trade Center in Buenos Aires has amply demonstrated 
that intensive promotions of specific UeSe products can be very successful 
even under severe import restrictionse The Embassy and the Trade Center plan 

a number of promotions for the coming year, including equipment for the 
fishing industry, food products industries, process control instruments, 
business machines, shoemaking and leather manufacturing equipment, hospital 
equipment, equipment for the chemical industry, materials handling equipment, 
and textile machinerye These products have been selected as having especially 
good potential for increased UeSe exportse 


Argentina will offer an import market of $2 billion to $2-5 billion dollars. 
However, the Argentine Government indicates it feels the Argentine economy 
is overly dependent on traditional markets and traditional sources of 
supplye The implication is that the Government will attempt to diversify both 
markets and sources of supply This may tend to put United States suppliers 
at a disadvantages Europe and Japan are anxious to expand their share of 
this markete Brazil is becoming a stronger competitor, having a favorable 
geographic location and the advantage of IAFTA tariff and non-tariff 
preferencese Therefore, it will be of increasing importance for American 
firms to have good, active, well-connected representatives, agents, or 
distributors in Argentina in order to meet the strong competition from 

other countriese 





P-20 POPULATION 
CHARACTERISTICS. 
Current national and, in some 
cases, regional data on geo- 
graphic residence and mobil- 
ity, fertility, education, school 
enrollment, marital status, 
numbers and characteristics of 
household and families, etc. 
Approximately 10 reports 
each year. 


P-23 SPECIAL STUDIES. 

Infrequent reports on meth- 
ods, concepts, or specialized 
data. 


Cela nella) mae) 


OCT tata 


VOU 


REPORTS 


cymeent POPULATION MEPORTS 


Population 
Estimates and Projections 


P-25 POPULATION 
ESTIMATES AND 
PROJECTIONS. 

Monthly estimates of the total 
population of the United 
States; annual mid-year esti- 
mates of the population of 
States, by broad age groups, 
and of the United States by 
age, color, and sex; annual 
estimates of the components 
of population change. Esti- 
mates of the population se- 
lected metropolitan areas and 
their component counties. 
Projections of the future pop- 
ulation of the United States 
and individual States. Approx- 
imately 20 reports each year. 


P-26 FEDERAL-STATE 
COOPERATIVE 
PROGRAM FOR 

POPULATION ESTIMATES. 
Population estimates for coun- 
ties for selected States in 
which the figures are prepared 
by a State agency as part of 
the Federal-State Cooperative 
Program for Local Population 
Estimates. 


COMMERCE °« Social and Econom 


| 


P.27 FARM 
POPULATION. 


(Census-ERS). Data on the 
size and selected character- 
istics of the farm population 
of the United States. Issued 
jointly with the Economic 
Research Service, U.S. Depart- 
ment of Agriculture. One or 
two reports each year. 


P-28 SPECIAL CENSUSES. 
Results of population censuses 
taken at the request and 
expense of city or other local 
governments. Subscription 
includes only the quarterly 
and annual summaries showing 
the total population figures 
for all the censuses conducted 
during the particular period. 
Individual reports issued for 
areas of 50,000 or more, 
showing the population by 
age, sex, and color are avail- 
able separately. See “How to 
Order Reports.” Five reports 
each year. 
P-60 
CONSUMER INCOME. 
Information on the propor- 
tions of families and persons 
at various income levels. Also 
data on the relationship of 
income to age, sex, color, fam- 
ily size, education, occupa- 
tion, work experience, and 
other characteristics. Two re- 
ports each year. 


P-65 CONSUMER 
BUYING INDICATORS. 
Information on household 
ownership and recent purchase 
of cars, trucks, and selected 
household equipment. Owner- 
ship and purchase data are 
shown by income, age of head, 
residence, race, and other 
household characteristics. 


Annually. HOW TO 
ORDER REPORTS 
All Current Population Re 
ports are sold as a single sub- 
scription for $30.50 a year 
(add $7.75 for foreign mail- 
ing). Price includes Series P-20, 
P-23, P-25, P-26, P-27, P-28 
(quarterly and annual sum- 
maries only), P-60, and P-65. 


Subscriptions to individual 
series are not sold separately, 
but single copies of reports 
issued in all series except P-28 
may be obtained from Super- 
intendent of Documents, U.S. 
Government Printing Office, 
Washington, D.C. 20402. Indi- 
vidual city or area reports in 
the P-28 series may be ordered 
from the Social and Economic 
Statistics Administration— 
prices vary. For information 
on CP reports, write to Pub- 
lications Distribution Section, 
Social and Economic Statistics 
Administration, Washington, 
D.C. 20233. 


C56.218 (Nos.) 


c Statistics AY Ce Lee 


3% U.S. GOVERNMENT PRINTING OFFICE: 1974—542°910/107 3c! 











